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COMMONWEALTH OF KENTUCKY )
COUNTY OF JACKSON }

The undersigned, Howard Williams, being duly sworn, deposes and states that he is the
President of the Board of Diractors of the Jackson County Water Association, Inc., the Applicant, in
this proceeding; that he has read the foregoing Responses and has noted the contents;
that the same are true of his own knowladge, except as to matters which are stated on
information ar befief, and as to those matters, he believes same to be true.

IN TESTIMONY WHEREOF, witness the signature of the undersi
2012,

Moward Williams

Subscribed, sworty and acknowledged to bafore me by Howard Williams ho President
of the Board of Directors of the Jackson County Water Association, tne., on this t day of
Fabruary, 20172. \

ke Hhimeo)
Notary Public

My Commission expires: M ajg» 161 Z% O / 9\

JACKSON COUNTY WATER PaGE

az/nz






COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

PROPOSED ADJUSTMENT OF THE

WHOLESALE WATER SERVICE RATES OF ) CASE NO. 2011-00240
THE JACKSON COUNTY WATER

ASSOCIATION

JACKSON COUNTY WATER ASSOCIATION, INC. RESPONSES TO

COMMISSION STAFF'S SECOND REQUEST FOR INFORMATION

1. Refer to "Jackson County Water Association: Determination of Wholesale Water Rate for Satellite
Utilities," Exhibit 5. Regarding the 1996 bond issuance, which has a reported annual debt service of
$113,915:

Describe the nature of the obligation (bonded debt or loan agreement).

Identify the creditor or lender.

State the amount of the original obligation.

State the amount of the obligation remaining as of October 1, 2011.

Describe the use of the loan proceeds.

Provide an amortization schedule for the obligation.

State the case number of the Commission proceeding in which Jackson County Water Association
received authorization to undertake the obligation.

Witness: Powell

Response: The loan was a Kentucky Infrastructure (KIA) loan with an original value of
$1,795,395.00, 20 year term, and 2.45 % interest rate. The project included major transmission
main upgrades (McKee Bypass, Beattyville Supply Line, Sandgap Pump Discharge
Transmission Main) and storage tanks (Blooming Grove and Sandgap Tank 2). The project also
included various extensions along rural roads to serve over 300 additional customers. The
project was filed with the PSC in April, 1993, PSC Case No. 93-120. The amortization schedule
is attached.
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2. Refer to "Jackson County Water Association: Determination of Wholesale Water Rate for Satellite
Utilities," Exhibit 5, and Jackson County's Response to the Commission Staff's First Request for
Information, Item 17.

a. For each of the loans listed below, provide the number of the

Commission proceeding in which Jackson County received authorization to issue the evidence of
indebtedness:

Loan No. 9103 - $541,000.

Loan No. 9104 - $90,000.

Loan No. 9107 - $1,214,000.

Loan No. 9111 - $1,130,000.

Loan No. 9114 - $685,000.

b The United States Department of Agriculture Rural Development

("RD") requires its borrowers to maintain a debt service coverage ("DSC") of 1.2 times. Explain why
Jackson County used a DSC of 1.1 times' in its coverage calculation.

Witness: Powell

Response: All of these loans were recognized for inclusion in rates in Case 2006-00467.
Attached is Attachment C of the Staff Report in that case, which lists each of the loans and the
calculation of the revenue requirement.

b. RD requires al0% coverage, not 20% as referenced in the question.



ATTACHMENT C
STAFF REPORT CASE NO. 2006-00467
COMPARISON OF REVENUE REQUIREMENT DETERMINATION

Jackson Staff
Requested Recommended  Difference

Pro Forma Operating Expenses $ 1,404,029 § 1,352,007 $ (52,022)
Debt Service Requirement
Annual Principal and Interest

KIA, 1992, $1,792,633 113,915

RD, 1972, $383,000 22,903

RD, 1979, $541,000 31,528

RD, 1986, $150,000 8,742

RD, 1988, $90,000 5,245

RD, 1991, $1,214,600 70,785

RD, 19894, $1,000,000 ‘ 54,343

RD, 2003, $1,130,000 62,614

RD, 20083, $685,000 37,956

Total Principal and Interest

Subject to Coverage 408,031
Coverage at 10% of Principal
and Interest 40,803

KIA Loan Servicing Fee 1,692
Total Debt Service Reguirement 401,550 450,527 48,977
Total Revenue Requirement 1,805,579 1,802,534 (3,045)
Less: Other Operating Revenue (72,663) (72,663)

Interest Income (48,774) (48,774) -

Other Income {528) (528) -
Revenue Required from Rates 1,756,277 1,680,569 (75,708)

Less: Pro Forma Present Rate Ravenue (1,5486,016) (1,585,775) {39,759)

Required Revenue Increase $ 210,261 § 94,794 $_(115,467)

To determine Jackson's revenue requirement Staff added the pro forma
operating expenses as presented in Attachment A to Jackson’'s annual debt service
requirement as determined by Staff. Pro forma revenues other than those from rates
were then deducted to determine the revenue reguired from rates. The required

increase was determined by subtracting pro forma present rate revenues from the






3 Refer to Jackson County's Response to the Commission Staffs Initial
Information Request, Item 1.

Provide all cost-of-service studies that Jackson County used to develop its current retail rates.
Describe how Jackson County considered depreciation expense in the development of its current retail
rates. Identify amount of depreciation expense included in revenue requirement that the rates are
intended to recover. Identify all depreciation schedules used in the calculation of this amount.

If Jackson County's current retail rates were not developed to recover any depreciation expense, explain why:
Jackson County did not include any depreciation expense in its retail rates.

It is reasonable to include depreciation expense in wholesale rates and not in retail rates.

Witness: Powell

Response: The current retail rates were established in Case No. 2010-00399. The cost study
used for those rates was included in the Preliminary Engineering Report, exhibit 2 of the
application. A copy of the cost study is attached. Depreciation was included in the retail rate
calculation — see sheet labeled “Revenue Requirement for Proposed Project”, note 1.
Depreciation rates were set in Case 2006-00467 and were used for the subsequent rate study.
Both the retail and wholesale rates reflect the same depreciation expense calculation.



JACKSON COUNTY WATER ASSOCGIATION
JACKSON COUNTY, KENTUCKY

REVISED APPENDIX A

PRELIMINARY ENGINEERING REPORT

RAw WATER FACILITIES

AucusT, 2009

Prepared By:

KENVIRONS, INC.
452 VERSAILLES ROAD
FRANKFORT, KENTUCKY 40601

PROJECT NoO. 2006080



EXISTING OPERATING BUDGET

FOR YEAR ENDING 2008

REVENUE REQUIREMENTS
1.0 Operation & Maintenance Expenses
1.1 Source of Supply
1.2 Water Treatment
1.3 Transmission & Distribution
1.4 Customer Accounts
1.5 Administration & General

2.0 Debt Service
2.1 RD Annual Principal & Interest
2.2 KIA Annual Principal & Interest

3.0 Debt Service Coverage, Reserve, & Service Fees
3.1 RD
3.2 KIA

4.0 Other
4.1 Taxes Other Than Income
4.2 Depreciation Expenses

TOTAL REVENUE REQUIREMENTS

UTILITY INCONME
5.0 Operating Income
5.1 Water Sales
5.2 Miscellaneous Services

6.0 Non-Operating Income

6.1 Interest on Deposits
6.2 Other, Non-Ultility

TOTAL UTILITY INCOME

2008
272,042
181,637
366,229
160,920
254,980
$1,235,808
$303,361
113,720
$417,081
$30,336
1,700
$32,036
$43,495
532,013
$575,508
$2,260,433
$1,681,931
83,881
$1,765,812
$95,132
0
$95,132
$1,860,944



REVENUE REQUIRENMENTS FOR
PROPOSED PROJECT

PROPOSED PROJECT FUNDING

Empowerment Zone Grant .............coceeennen $1,200,000
Rural Development Grant ......................... 1,542,000
Rural Development Loan ........................ 3,598,000

$6,340,000

REVENUE REQUIREMENT FOR PROPOSED PROJECT
1.0 Operation & Maintenance Expenses

1.1 Source of Supply

2.0 Debt Service

RD Loan Amount .......coviiiiiiveeiiiiin et $3,598,000
Termof Loan, Years .......cocceevvnveiennnn 38
Interest Rate .....ooovviviirieiiieeee 2.75%
Capital Recovery Factor ...................... 0.0427

2.1 RD Annual Principal & Interest

3.0 Debt Service Coverage, Reserve, & Service Fees

3.1 Rural Development Coverage at 10%

4.0 Other

4.1 Depreciation Expenses (see Note 1)

TOTAL REVENUE REQUIREMENTS

FOR PROPOSED PROJECT ..oiiiiiirvcim s,

$38,000

$153,806

15,381

44,975

$214,162

Note 1 - Depreciation was evaluated using 50% of the RD Loan amount and applying

straight-line depreciation over a 40 year life cycle.




REVISED REVENUE REQUIREMENTS
AND PERCENT RATE INCREASE

1.0 Operation & Maintenance Expenses
1.1 Existing
1.2 Proposed

2.0 Debt Service
2.1 Existing (see Note 2)
2.2 Proposed

3.0 Debt Service Coverage, Reserve, & Service Fees
3.1 Existing (see Note 3)
3.2 Proposed

4.0 Taxes Other Than Income & Depreciation

4.1 Existing
4.2 Proposed

PROJECTED REVENUE REQUIREMENTS

Less Current Income from Miscellaneous
Services and Non-Operating Sources ................

REVISED REVENUE REQUIREMENT FROM SALES

PERCENT RATE INCREASE
Revenue Required from Water Sales _
Current Water Sales Income

Current Cost for 4,500 gallons.......................... $31.45
Proposed Cost for 4,500 gallons ...................... $43.16

$1,235,808
38,000
$1,273,808
$393,769
153,806
$547,575
$29,705
15,381
$45,085
$575,508
44,975
$620,483
$2,486,951
$179,013
$2,307,938
37.22%

Note 2 - Debt Service reduced by $23,312 due to RD loan maturing in 2010
Note 3 - Coverage reduced by $2,331 due to RD loan maturing in 2010
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Jaclison County Water Association
Supplemental Raw Water Intake

Proposed Percent Rate INcrease ....o.eeeveeveieninicnannns 37.22%
3/4" Meter
Water Use Existing Rate Proposed Rate
First 2,000 $15.00 Min. Bill $20.58 Min. Bill
Next 18,000 $6.58 /1,000 gal. $9.03 /1,000 gal.
Next 30,000 $£5.45 /1,000 gal. $7.48 /1,000 gal.
Over 50,000 $4.26 /1,000 gal. $5.85 /1,000 gal.
1" Meter
Water Use Existing Rate Proposed Rate
First 5,000 $34.85 Min. Bill $47.67 Min. Bill
Next 15,000 $6.58 /1,000 gal. $9.03 /1,000 gal.
Next 30,000 $5.45 /1,000 gal. $7.48 /1,000 gal.
Over 50,000 $4.26 /1,000 gal. $5.85 /1,000 gal.
1-1/2" Meter
Water Use Existing Rate Proposed Rate
First 10,000 $67.75 Min. Bill $92.82 Min. Bill
Next 10,000 $6.58 /1,000 gal. $9.03 /1,000 gal.
Next 30,000 $5.45 /1,000 gal. $7.48 /1,000 gal.
Over 50,000 $4.26 /1,000 gal. $5.85 /1,000 gal.
2" Meter
Water Use Existing Rate Proposed Rate
First 20,000 $133.55 Min. Bill $183.12 Min. Bill
Next 30,000 $5.45 /1,000 gal. $7.48 /1,000 gal.
Over 50,000 $4.26 /1,000 gal. $5.85 /1,000 gal.
3" Meter
Water Use Existing Rate Proposed Rate
First 30,000 $188.05 Min. Bill $257.92 Min. Bill
Next 20,000 $5.45 /1,000 gal. $7.48 /1,000 gal.
Over 50,000 $4.26 /1,000 gal. $5.85 /1,000 gal.
4" Meter
Water Use Existing Rate Proposed Rate
First 40,000 $242.55 Min. Bill $332.72 Min. Bill
Next 10,000 $5.45 /1,000 gal. $7.48 /1,000 gal.
Over 50,000 $4.26 /1,000 gal. $5.85 /1,000 gal.
Wholesale Users

Utility Existing Rate Proposed Rate
Eastern Rockcastle WA $2.66 /1,000 gal. $3.65 /1,000 gal.
City of Beattyville $2.55 /1,000 gal. $3.50 /1,000 gal.
City of McKee $2.39 /1,000 gal. $3.28 /1,000 gal.

Estill Co. WD No. 1

Bulk Loading Stations

$2.55 /1,000 gal.
$2.25 /1,000 gal.

$3.50 /1,000 gal.
$3.09 /1,000 gal.




